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8 Maxch 1957

MEMORANDUM FCOR: Deputy Divector/Intelligence

SUBJECT: The Polish Trade Discussion

1. The meeting of T Mozch consisted primarily of a presentatlica of
Poland's méed; wgent requirenent for dollar goods and long- and medium-
term cvedita. All of these priority needs were stated to be in addition
to those of like character im the Five Year Flan.

2. For those projecis which will take mwmy years (15 to 20) for which
expenditures will be mede over a long pericd of time and vhere produstion
will not be large throughout the early yesxs of the development period,
Jong-term credits will be ﬁecessar,y.

3. OFf these long-term projects, the furiher development of the coal
industry is of the highest priority. Although a sizeable investment 1s
contenpleted intermelly for the proposed projzets, imports of machinery
" on omgeterm credite will be necessary.

b, 3In sddition to the coal-mining projerts already in the Five Year
Flan, the Polish Delegalbiom proposed the following:

Three nev hard coal mines were proposed with s construction
time of five years. Assuaing construction on these mines started in 1957,
the first production (350,000 toms) would be achieved in 1962, Production

rates for svhseguenh years would be: 1953 - 780,000; 1964 - 2.3 milliom;
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1965 - 4 millfom; 1965 - 5 million. Total internal investment on these
projects would be epproximately 4 billfon zlotys and would not include
investment in housing for mine workers end suxiliery roads. These expendi-
tures would be highest in the 5th end 6th years of comstruction. Expendi-
tures for 1957 through 1962 (when production starts) would be 2.5 billion
zlotys. As soon as production begins, part of the revenues will be re-
invested in the projects. For these projects, $25 milliom of mine machinery
would be needed from the U.S.

b. Modernization of Existing Haxd Coal Mines

The Polish Delegation also proposed & modernization of four of
thelr existing hard coal mines. The construeticn time will be 3 to 4 years.
Current production of these mines 1s 400,000 tonz anmually. As modernize-
tion proceeded, it is expected that at the end of the third year, produc-
tion would rise to 500,000 tonms; Lth year - 1.3 million; 5th year - 2.2
million; 6th yeer - 3.2 milliom; Tth year ~ 4.2 milijon. The internal in-
vestment would be 2 billion zlotys allocated over these seven years. OF
this, 650 million zlotys would be expended before production rises. It
would be necessery to import on credit, $5 million of U.S. mining machinery.

c. Lignite Pits

Iu oxder to save hard coal, the Polish Delegation proposed the
building of two new open pits of lignite in Central Poland. Construction
time would be b years, with production rising eventuslly to 4.5 million tons
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annually, the equivalent to 1 million tons of hard coal. The total internal
investment will be 800 million zlotys. Imports of $16 million of U.S.
machinery would be necessary.

2+ The Polish Delegation indicated that they hed in mind a mmber of
other projects which would require long-term credits. Although they prefer
to give the major descriptions of import needs for these in the working
group, the following were mentioned:

a. Two factories for the production of synthetic wool with a
capacibty of 15,000 tons annually. This, according to the Chairman of the
Polish Delegation, would suppi,y the Polish requirements without the need
fozj increasing wool imporis.

b. A slaughtering house and meat packing plant with 40,000 tons
annual capacity.

¢. A meat foctory with 30,000 tons snmual cepacity.

é. A poudered milk factory of 500 tons cspacity.

e. A conned milk factory of 100 tons spnual capacity.

Although the exset eredit needs for these and similaxr projects were not
presented, it wes suggested by the Polish Delegation that it might be
as much as $100 milliom. 7

6. The needs for goods on medium-term credits were chiefly of an
agricultural nature. The major priority appeared to be the need for

fertilizer and the Polish Delegation suggested if they could import from
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the U.S. 150,000 tons in each year from 1958 “hrough 1960, grain production
com be increesed by 750,000 toms amnuslly. The types of fertilizer
needed were referved to a working group. IYn addition, séeds, insecticides,
and weed killers were desired but a discussion as to amounts and kinds was
referred to the working group. It was stated that medium-term credit is
also desired for agrvicultural machinery with exact amounts and kinds to be
discussed in a working group.

To The U.S. propossd forming another working group to comsider the
above proposals.

8. The Chairmen of the U.S. Delegation ~hen made a statement con-
cerning export controls. He reminded the Polish Delegation that export
control regulations epply wo cll comwodities vhieh might be shipped under
agreements veached im the meetings. Most itews will require export
licensing and under the terms of U.S. regulations, assurances will have
% be made that the items will be used only in Polend and none of the
gooda will be reexported. ‘.!.‘ﬁese agssurances miist be made by both the
Americen expovier and the fovelgn reeipieni:. If there need be an ocecasion
for reexpoxt, it can “talke place only with the permiszionr of the U.S. The
Chairman of the Polish Delegation repiied by sayieg that they have reexport
limitetions In all their clearing sgreements snd as they needed the goods
undeyr discussion vesy badly for their own domestic purposes, can readily

agree to such conditioms. FHe did ask, however, 1f there were other
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conditicns thet would be required. After an exchange of a number of
questions and enswers on the subject, it was apparent that the reexport
condition was the major one that U.S. regulations required. At this
point the Chairmen of the Polish Delegation begged the pardon of the
meeting for the detailed questioms because as he said, he knows what to
expect vhen trade is not free but not whem trude is free.

9. The Chairmen of the Polish Delegation offered a proposal for
proceeding with the imericen property ¢laims. Fe suggested that because
the negotiations of early post war years vere now out of date due %o
nationalization of Polish properties, that they edopi new procedures. He
proposed that the negotistion teke place in tvo phases. First, the experts
of both countries would meet and verify the Anericen cleims and determine
the velue of the property at the time of the Polish takeover. He suggested
a June 1957 meeting in Warssw for this purpose. Secondly, he proposed that
a subsequent meeting be held which would detesmine & settlement on the
vasis of the determination and appraisals of +he first meeting. This
neeting could be held in either Warsaw or Washington. The U.S. promised
a later reply to the proposal.

10. As to the defaulted obligations of the Polish Government, the
U.S. suggested that members of the Polish Delegation coatact the authorized
representative of the owners of the defaulted bonds, the Foreign Bondholders

Couneil of Mew York. It was explained that aithough the U.S. Covernment
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has an interest in the outcome of negotiations concerning defaulted Polish
dollar bonds, it does not negotiate directly om behalf of private indi-
viduals. The Chairmen of the Polish Delegation agreed to establish such
& contacs.

1l. The meeting for 8 March will continu: discussion on items in the
order in which they appear on the Agenda of 4 March.
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